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At a Feb. 11 meeting with Sen. Fernando Henrique Cardoso, Brazilian President said the current
national crisis is not economic, but rather political. Cardoso, leader of the majority Brazilian
Democratic Movement Party (PMDB) in the Senate, agreed with the president. Mining and Energy
Minister Aureliano Chavez, former civilian vice president during the last military government, said
he disagreed with Sarney's perspective. He told reporters the government's economic adjustment
program, known as the Plano Cruzado, would have been successful had it been modified in a
timely manner. Chavez charged Sarney and the PMDB with the plan's failure because they used
it as an instrument to attract votes. Thus, the president and the majority party sacrificed national
economic health to obtain more votes at the polls. The minister then criticized the government
for its indecisiveness in responding to an economy gone haywire. On the same day, the Sarney
administration took steps to establish a dialogue with leaders of the United Labor Confederation
(CUT) in order to prevent CUT's five million membership from protest actions later this month to
demand a 50% wage hike. If the confederation proceeds with its plans, government officials fear
CUT and other labor groups will call a national strike. On Feb. 10 Fernao Bracher, president of the
Brazilian central bank since 1985 resigned. A government spokesperson said he will be replaced by
Francisco Gros, a director of the National Bank of Economic and Social Development. No official
reason was given for Bracher's resignation, although for the past month speculation appearing in
the national press indicated his departure was imminent due to recent dramatic increases in interest
rates. Bracher took office promising to reduce interest rates. In the last few weeks, domestic rates
have soared to record levels. Rates on short-term bank certificates of deposit climbed 100 percentage
points on Feb. 9, to 680%, an unprecedented one-day rise, and on Feb. 10 they soared again, to
about 750%. The former central bank president was a leading figure in the Brazilian government's
negotiations with foreign creditors to secure new loans. With a total foreign debt of some $103
billion, Brazil is Latin America's largest debtor.
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